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Investing for retirement 
basically boils down to 
one binary issue: Will 
you outlive your money, 
or will your money 
outlive you? 



COMMITTED TO KEEPING YOU INFORMED. The purpose of this newsletter is to provide 
specialized information to you, our valued clients. Your feedback tells us that The 
Value Connection successfully accomplished its purpose during 2014. We are thankful 
that you shared your opinions with us. We hope that our new and consistent 
formatting invites you to learn more each quarter. We will be introducing the O'Keefe 
& Stevens Team Quarterly Conference Call to supplement our newsletter and 
enhance our efforts to keep you informed. You can learn more about the call in the 
Upcoming Events section on page 4. 

PLANNING IS VITAL TO US TOO. In 2013, our team developed a detailed business plan. 
We find that by doing this work we are able to continuously improve our practice and 
our service to you. Last we focused on improving communication and on developing 
a written plan for every one of our clients. The changes you experienced are the 
Envision™ Planning Process (new to some, but not to all) and The Value Connection 
newsletter. You know that we advise you to take a disciplined approach to planning 
your future. We are doing the same. We expect that this disciplined approach to 
planning for our business will enhance our clients' experience and results. 

ELEMENTS OF THE 2015 PLAN. Our plan for 2015 is to continue to focus our 
communication with you. We will use a number of methods to contribute to your 
education about our approach and the evidence that supports it. We recognize that 
our ability to strengthen your understanding of planning and investments 
accomplishes two things: First, you are less likely to panic as an investor because you 
have awareness. Second, you are more likely to share this important message with 
those that you care about because you have confidence in the approach you are 
taking. 

Basically, investing for retirement boils down to one binary issue: Will you outlive your 
money, or will your money outlive you? Our process for planning and investing 
accomplishes the later when our clients follow our advice and stick to the plan. 
Therefore, we will aim to enhance the opportunities for you to gain understanding of 
"why we do, what we do" so that you and your loved ones can retire successfully, 
and stay successfully retired. 

PERSONAL NEWS. On the personal end of our lives we have two very exciting 
announcements to share: Justin and Bethany welcomed baby Brynne Noel Stevens 
on December 25 th at 10:12 PM. Marissa and Mike also happily welcomed their son, 
Jonathan Bell, on January 5 th at 11:10 AM. Both families are well. If you would like to 
send a congratulatory note to Marissa or Justin you may do so by email or by sending 
mail to Sage Rutty. We will ensure that they reach Marissa and Justin while they are 
away from the office. 

2015 is going to be an exciting year for our team in so many ways and we are 
thankful that we have the opportunity to share this excitement with you. 
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Stocks as Income Investments 



CHART 1. DIVIDENDS HISTORICALLY PROVIDED MORE 
INCOME THAN BONDS ON THE SAME INVESTED AMOUNT 

ANNUAL DIVIDEND INCOME (S&P 500) AND INTEREST INCOME 
(BARCLAYS AGGREGATE) ON $10,000 INVESTED IN THE RESPECTIVE 
INDEXES. 1976-2013 
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Initial 


First-Year 


Final-Year 


End Portfolio Value 




Investment 


Income 


Income 


(Price Return Only) 


S&P 500 


$10,000 


$461 


$6,058 


$204,940 


Barclays Aggregate 


$10,000 


$745 


$272 


$10,952 



S&P 500 Index Annual Dividend Income 
Barclays Aggregate Bond Index Annual Income 




Chart courtesy of Lord Abbett November 3 "Market View" 



Every so often we are asked 
the question, "is it safe to 
own so much stock in my 
retirement portfolio?" 

Safety and risk are two of our 
primary retirement concerns, 
but we must ask a question in 
reply: "Safety of what?" 

The number one risk that 
most retirees face is the loss 
of the purchasing power of 
their saved dollars. At the 
historic rate of inflation, 3%, 
the cost of living goes up 
about two and a half times in 
30 years. If your investment 
plan does not provide an 
income stream at a rate that 
exceeds that rising cost you 
may in fact have a plan to 
run out of money. 



The chart illustrates the cash dividends year by year on a $10,000 investment in the S&P 500 in 1976, plotted alongside the 
interest income from a $10,000 investment in Barclays Aggregate Bond Index, over the same period. The income investor 
enjoyed a 60% income premium in the beginning years of their investment. However, a mere 10 years later, their income 
stream began to lag that of the equity investor, and the gap grew exponentially larger over the next 3 decades. 

Currently, the S&P 500 Index has a dividend yield of roughly 1.9%, while the Barclays U.S. Aggregate Bond Index yields 
around 2.1%. Today, the reality is that fixed income investors are giving up a nominal amount of income to make the 
switch from fixed income to growth income. We have not seen this kind of an opportunity during our investing lives. If you 
have yet to spread this message to your friends and loved ones, now is possibly the best opportunity that you'll ever have. 



MARTIN J. WHITMAN 
FERNANDO DIZ 




UNDERSTANDING 
WRLL STREET 



FUNDAMENTALS 



Modern Security Analysis: 
Understanding Wall Street Fundamentals 
By Martin J. Whitman and Fernando Diz 



Recommended Reading 

It has been over 80 years since Benjamin Graham and David Dodd 
enlightened the world with their book "Security Analysis." That book became 
"the bible" on Fundamental, Value Based Investing. However, much has 
changed in the investment environment in the intervening decades and 
Marty Whitman aptly describes how his approach has evolved from the 
basic Graham and Dodd principals. 

This book reveals in detail how legendary investor Martin Whitman 
approaches the analysis of businesses and the securities they issue. A 
technical read but perfect for anyone who wants to better understand the 
Value Investment process. 

Marty Whitman is the founder of the Third Avenue Mutual Fund Family. 
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Justin's picture from the 2014 RBJ's 
Forty Under 40 Awards Ceremony. 
Photo Credit: Stephen S. Reardon 



RBJ Forty Under 40 Award 

Congratulations to Justin Stevens on his recent achievement of the Rochester 
Business Journal's Forty Under 40 award. Justin was honored with 39 other 
community leaders at the Rochester Riverside Convention Center on 
Thursday, November 20 th , 2014 in front of a crowd of nearly 800 attendees. 

With nominations coming from the community and selection by a committee 
of business leaders, the Forty Under 40 awards recognize 40 men and women 
under the age of 40 who have achieved professional success and made 
significant civic contributions to the Rochester community. The award has 
become a prestigious honor. Hundreds of people are nominated, and only 
the best of the best are recognized. This is the 20 th Anniversary of the award. 

Justin was noted for his work as a Vice President, Financial Advisor at Sage 
Rutty and Company and for his involvement on the Board of Trustees for the 
Rochester Public Library System, Board Member of the Rochester Young 
Professionals, and Finance Committee Member at Lifespan of Greater 
Rochester. 

Third Avenue Conference 

Peter and Justin traveled to New York City for the third consecutive year to 
attend Third Avenue's The Value Conference on October 16 th , 2014. During 
the visit Peter and Justin had the chance to catch up with each of the fund 
managers. 

The biggest takeaway from this year's conference was the concept of 
"Active Share." Active Share is a measure of the percentage of a portfolio's 
holdings as compared to that portfolio's relative benchmark index. This 
measurement is helpful in identifying "closet indexes," or portfolio managers 
who simply mirror the same investments that you would own by purchasing a 
low-cost index fund such as the S&P 500 (SPX). Active Share is measured on a 
scale of 0 to 100. A low score means your portfolio is very similar to the index 
and a high score means your investments are unique. 

Third Avenue's average fund has an Active Share score of 94. Why is this 
important? Because it illustrates Third Avenue's uniqueness in choosing 
investments that are different than what the rest of the world is buying. The 
managers of these funds spend significant time researching and 
understanding their investments and they have high conviction that they will 
be rewarded for their disciplined approach. 

Our belief is that we cannot invest the same as others and expect better results. We recognize that price and valuation 
matter and will be the key determinant of our long-term return on any investment. Consequently, we are buying only 
companies that we feel we can purchase at discount prices and therefore usually buying companies that are out of 
favor. This strategy is very different from an index investor strategy. 

Benchmark indexes tend to provide a rearview mirror reflection of the world. By definition, indexes weight most heavily 
the businesses that have already grown the largest over time, and therefore do not reflect where the opportunities are 
today, but more often than not where they were in the past. 

The conference enhanced both Peter's and Justin's understanding and enthusiasm for the Third Avenue Fund Family. 
There will be more information on your investments in Third Avenue presented in the February 18 th Quarterly Update Call 
(see Upcoming Events - pg. 4). 




Justin and Peter on the fioor of the 
New York Stock Exchange during the 
trip to New York on Oct. 17,2014 
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Important Mailing Dates 



JANUARY 2015 



Form 1099's - Simple 
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Form 1099 w/ Mutual Funds 


Feb. 18 
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Form 1099 w/ Complex Holdings 


Mar. 17 
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Amended 1099's 


Mar. 17 
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IRA Contributions Due for 201 4 


Apr. 1 5 or your tax filing date 
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Form 5498 - IRA Contribution Info. 


May 31 




















FEBRUARY 2015 


Upcoming Events 
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There are a number of ways for you to stay in touch with us this quarter and 
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our hope is that you are able to join us for one or more of the following 
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offerings. We will be sending formal invites to the Buffalo area clients for the 
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Sage Rutty University (SRU) Classes. 


If you would like more information, 


please contact our office at (585) 51 2-2331 . 
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SRU Rochester: What's Your Number? 


Feb. 10 


















5:30 PM at Sage Rutty & Company 


















MARCH 2015 




RSVP to Trevor: (585)512-2309 
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*NEW* Team Quarterly Update Call 


Feb. 18 
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4 PM Dial: 1-877-568-4106 
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SRU Buffalo: What's Your Number? 


Use Code: 809-461-437 
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Feb. 25 
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5:30 PM at the Buffalo Niagara 
Marriott - 1 340 Millersport Highway 
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SRU Rochester: What's Your Number? 



SRU Buffalo: Stocks for the Long Run 



RSVP to Trevor: (585) 512-2320 
Mar. 19 

5:30 PM at Sage Rutty & Company 
RSVP to Trevor: (585)512-2309 
Mar. 25 

5:30 PM at the Buffalo Niagara 
Marriott - 1340 Millersport Highway 

RSVP to Trevor: (585) 512-2320 



The O'Keefe & Stevens Team 



